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Dear Sir/%dam: t 

This is a f indl  adverse dekmha t i cm w i t h  respect to your exrenpt s ta tus  under 
-ion 501 (c) (3) of the Internal &weme Qde. 

2%e pr- purpose and function of your organizatitm is to provide childcare 
for  the benefit of shoppers and merchants at  the **************** ***** ***  . 
While scm of your ac t iv i t ies  m y  be educational in nature, a substantial amunt 
of the ac t iv i t ies  are not educational. Y m  do ntt qualify for aceq t ion  under 
IWJ 501 (a) a s  an educational organization described in IFC 501 (c) (3). 

Qntributims mde to yuur organization are not deductible under Section 170 of 
the Internal Revenue Cade. 

You are reqcaired to f i l e  Federal In- Tax returns w i t h  yacu: Key District 
D i r e c t o r  fo r  exenpt organization matters fo r  taxable years f o r  which the f i l i n g  
date of the appropriate return has passed. These returns s h l d  be f i l e d  w i t h i n  
30 days of tile date of t h i s  letter, unless a *st f o r  extension of time is 
granted. Please send them to the attenticn of the EPID3 Division, attach a copy 
of this letter, and address any requests for  time extensions to the =/ED 
Divisicm. Processing of an incarre tax return and assessing any taxes due w i l l  
not be delayed because a petition for a declaratory judgement has been f i l ed  
under Section 7428 of the Tnternal Fbwenue Code. 

We w i l l  notify the appropriate S t a b  off ic ia ls ,  a s  reqiuired by Section 6104 (c) 
of the Code, that based on the information we have available, we are unable to 
recognize you a s  an organization described i n  Section 501(c) (3) of the Internal 
Revenue Code for  the period mt ioned .  

I f  you decide to contest this determination in curt ,  a peti t ion for a 
declaratory j u d g m t  proceeding in the United States Tax Cotnrt, the United 
States Cuurt of Claims, o r  the United States D i s t r i c t  Caurt for  the D i s t r i c t  of 
Colurbia mst be f i l ed  within 90 days £ran the date this determination was 
d l e d  to you. Cmtact the Clerk of the appropriate ccrurt fo r  rules if= f i l i ng  
peti t ions for declaratory judgment section of the enclosed Publication 892. 



If you have rury questims, please amtact the p e l +  whose nam and telephone 
n&.x are sham in the heading of this letter. 

Tbmk ~ J U  for your amperation. 

sincerely yours, 

nx10sure : 
'Publication 892 



***** **** 

' t* * *  **** *********** 
.* 

*soM ************* 

******  ******* * *  ***************  
** * * * * * * * *  ***************  
**** **** ****** ****  ****
******* *** *******  

tadiea ~ n d  Cent lemant 

. 
!?a have conntdarad your a p p l i c a t i o n  f o r  r acoqn i t ion  of exemption frm Federnl 
income tax  under eectim 5Ol(c)(3) of the I n t e r n a l  Ravenus Code. 

.Q - n \ r i e u  of t h e  Information suhlai t tsd reveals that ymr i nco tnora ted  under t h ~  
*******  NonpraPii Coroorat ian Act on **** * *  ***** . You are o r g m i z e d  
exclusively f o r  educltfcnnl punpasen. Your nrtntsd purpooe and furlction i s  t o  
work with chlldcrre profess iona le ,  l ionprofi t  o r q ~ n f ~ a t t o n s  and locel 
goverrnaentrr t o  i n i t i a t e  programu which will ~ C d r e e r  the on-Qee naeds f o r  
q u a l i t y  c h i i d c ~ l t e  r a t v l c e e  i n  the******** comaunity. 

In your  t a p p I i c , ~ t i m ,  ymi incl lcate t5a t  you have  f?rrgeted aueRo of chi14 care 
nesd u h i r h  you p l a n  t o  f u l f i l l .  These are aick c a r e  f o r  children whoa 1 parents 
R ~ R  un.avaiI;nble tjy reason  of ~ 9 t C  o r  echool ,  i n f s n t  nnd t o d d l ~ r  1eerniny and 
cnrn,, part-tine l e ~ a n i l p g  find cnrs, drop-in l ea rn in8  nnd care ,  l c u r n t l ~ q  and c1~t -3  
f ; ac l l i e t aa  f o r  t h o  periods hefore and af  t c r  achoal, nn4 srqjport narvicns  for 
the ao callad "latclr-key'' c h i l d r e n .  Y o u  #bate t h a t  your on ly  opera t ion  a t  t h i s  
!:im is your 4 l y  care center which offerr  part-time and d r q - i n  c a r e  and  I s  
iacatcd a t  the ******************* **** tn *******  ******* ,  and i s  knwin s~ 
t h e  ********** ************ ******  ( * *  *********  *****  ) .  

***  ***************** provides an s x p e t t e n t i a l  learning f a c i  l l r y  for chi !4ren 
from t h e  sEes of o:rn and one-half t o  aiaht  yearn. I t  h ~ n n  a p ~ r a t i o n s  f.n 
* * *   .  *** *********** ****** Ce run aa a part-time care f a c l l l  t \ r .  In 
t h a t  i t  f e  the po l i cy  of t h e  Center t o  accept a c h i l d  t o t  care i n  the Sentcr no 
more t h ~ * *** 7 tim!re p e r  veek. 9f the epac:er svailnh',.? f o r  toddlers ( t o  nge two 
and  one-hnlf) ,  ** p e r c e n t  a r e  availqbie + o  p a r e n t s  on a c o n t r a c t  (pra-arranqad 
b.si~), tnd *** percent  of tho tot- t l  h m r s  per w e k  for pra-school ci l i ldren  +to 
t l i ral  l a b l e  by ~ Q ~ ~ T V A ~ ~ O E I .  

I n  ytnlr l!r-t.er of *******  *  * * * * * *   you ptov+ct,id the fo l?.owlng informstfov. 
For t h e  ~(3~i0r . l  t )eNeun ****  *  ****, and ***********  **  ****, vou 9erve.l **** 
c h i l . d r o n  from *** fsmil!na For R e 0 : 4 1  of * * * * * * *  -4sLt.9 tot3! inu * * * * * *  hours. 
**   p e r c e n t  o f  the c.!1ildrs3 ware €ton: f a m i l j e ~  t r ~  :~!-li.cFi hot11 pnrcnrs w e t e  

I 1 
-- 
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Rev~eww Rev~ewer I Aov~ewer flevrerei 



****************  * * ********  ***  

employed. *** v i s i t e  were made i n  o r d e r  t h a t  the p a r e n t s  might tasp 
agpointew?ntr (medical, dental, job i n t e rv i ewe ,  etc.) o r  t o  a t t e n d  meet ings.  
**** v i s i t s  ware made t o  go shopping. *** v i s i t s  were f o r  "o ther"  purposes  
( euch  a s  t ime-off,  job m a r c h  e f f o r t r ,  houring aecu reaan t ,  stc.) .  The p a r e n t 8  
a r e  r e q u i r e d  t o  o g e c i f p  t h e i r  d e e t i n n t l o n e  o a  t h e  d r q - i n  form f a r  drop-in 
v i o i t s .  YQU d id  n o t  provide t h e  purpoeao of tho remaining *** v i r i r a .  

Your e h n c a t i o n a l  ph l lorophy i s  t h a t  c h t l d r e n  CR,.  ;.ave l e a r n i n g  expa!riencea a t  
any  t ime,  and eua ta ined ,  r epea t ed  b n s t m c e l o n  i a  n o t  n a c e ~ s a t i l y  r e q u i r e d  f o r  
e v e n  l e a r n i n g  errpariancc. Pour ~ u r r i g ~ l u r a  i r  designed t o  maet the 
e d u c a t i o n a l  ph i losophy of t h e  pragrsm vhfch  e t r s r e e r  the davelopnantu l  needs  of 
c h i l d r e n ,  i . a . ,  p h y s i c a l ,  mental ,  emotional, and e o c i a l  needs. The d a i l y  
s chedu le  a l l w s  f o r  i ndoor  and outdoor  p h y s i c a l  a c t i v i t i e ~  such as cl imbing,  
d i p g i n l ~ ,  swinging and nkipplnq ,  dancing anc' o b s t a c l e  cknltses. Graup ttme 
a c t i d t i e s  p rov ide  o p p o r t u n i t i e s  f o r  language and l i s t e n i n g  s k i l l s  t o  develop 
through ~ u c h  a c t  t v l  t i e r  ~o r t o ~ y  t a l l l  ng, book reading ,  sirqlng, and rhyming 
gbmaa. You r e g u l a r l y  schedula  v i r i t n  from t h e  p e t  s t o r e .  That  t h e  c a r s  of  the. 
p l a n t #  and anieralo i n  t h e  r o a  a r e  scheduled  1nt.o t h e  r c i c n c e  p a r t t o n  of t h e  
~ c ~ ~ ~ ~ l c u l u r n .  

You b e l i e v e  t h a t  each hour sf elte day wfll provide  n l e n r n f n g  experience f o r  
t h e  ch i ld ren .  Although some of t h e  c a r e  given a t  * *  * * * * * * * * *  * * * *  r  i s  
r e f e r r e d  t o  a s  "drop-in" t h e  mere f ~ c t  t h a t  t h e  c a r e  h a s  not been prw-arrrnged 
o r  i a n o t  on a r e g u l a r  h a r i o  does  not  mean t h a t  t h e  t ime epan t  i n  t h e  Center. 1.u 
&ny lase e d u c a t t o n a l  o r  l e a r n i n g  r e l a t e d .  Yair ********* Cen te r  i r  oyan t o  
a l l  c h l l d r e n  i n  t h e  ******   area.  You have a r e g u l a r  f a c u l t y  comaprised of 
co1 lege cdcc  tad t n d i v t d ~ a l s  vl t h  baclqrounds On c h i l d '  c a r e  and c h f l d  
d a v ~ l o p ~ n t .  You a r e  I icenaed  by the S t a t e  of ******* . 

Yo:. e s t i m a t e  t t ~ *  *********** t o  *******  o t  t h e  p l r a n t a  who une t h e  
* * * * * * * *  Ca:iter use i t  f o r  dry care  v h i c h  t l ~ s r a b y  enuhlee  thsar t o  h a w  
part-t iw er.playarcnt. Other  p a r e n t s  u a e  the  ********  Cerrte.r n o t  as s rcsgulctr 
day Cmre dp.rvice which a l lowe them t o  be gsi .nfuily olaployed, h ~ t  ~ i t t h a r  we 
" f i l l - i n "  and con t tngen t  day care a e r ~ i c e  which n l l o ~ r  then! t o  work t h e i r  
r e ~ u l a r  ~ , c h e d u l e  and have day care  when the regul .ar  day care p r o v i d e r s  a r e  e i c k  
o r  unab!.a t o  he t h e r s ,  or for  S a t ~ r d a y s  o r  h o l i d a y s  when r e g u l a r  day c a r e  m y  
n o t  be avaQ1:rble. 41.90, t h e  f l c x i b l l i . t y  s f  t h e  ********  Cen te r  allavs ba th  
f u l l  nod part- t iern students  ~t t h e  l fn ive r s t t y  of *******   t c ,  have dm'y cmra f o r  
t h e i r  c h i l d r e n  on a bee l a  t h a t  c o i n c i d e s  w i th  t h e i r  i r r e w i a r  schedulee .  

On ***** * *  ****, you e n t e r e d  i n t o  9 c o n t r a c t  v i t h  t h e  C i t y  of ******  under  
v h l c h  t h e  C i t y  was t o  provide  c e r t a i n  accoun t ing  and p a y r o l l  s e r v i c e e  f o r  you. 
Tha  fo l lowing  a t a t eman t  appeare in t h a t  c o n t r a c t  : 

**** o p e r a t e e  t h e  ********* *********  ****** ****** * **** * * * * *  *******  
* * * * *  ******  *******  ******* , st * *  *********  ********  *****  t o  provide  
"drop-in" c h i l d  c a r e  f o r  ahoppere ~ n d  r e l a t e d  services.  



On ********* ********* , yaar entered taro a Lasso y;raeuant v i t h  thu City at 
******  , whoroln yon l ~ a # e d  the f ac i l i t i e e  m e d  for ymr *********** * * * * * * *   
******** . 'Pha fac i l i t ies  ere daacribed as, "the buildiat, phayflrsrradm, snd 
relatad facilPtbae oa tha prelieslr m r e  cowtructed, uad are -rated and 
rsuppMed part ly  with -nay prodkc4 by thr landlord, and thsp mire designed t o  
be oesd t o  p r w i d r  "drop-in" day cara for children of rhapparr a t  the  
********** ******** ******, and on $me occaeioar, 0% iadividrocmh esrplwad a t  
*** ********** **************  , in ordar t o  prevtde child car@ and euppott 
e h i l d  ruru a e t l v l t i s s  for the eitieana of the Oitp of ******  ,' 

Aaothiar prcdv3.aj.orm of tha leare agreeme atatee, "Laadlord: dasirrs t o  fraae to 
Teanat, and Terrmnt desire.  t o  lsrre frcw Landlord, t?xe premtacr to bo usod to 
p r ~ v t d a  -drap-iaW day caws for the chtldram o f  the shoppers a t  *************   
******** *****  , and sotm erPaeed aawlceu, B e g . ,  sccalreicmal care for the 
childran of iudiv%duaJm antpl~yed a t  *********** ********* *****  ,' 

SectIan 4 . 1  of tha I etaria ntates, ' Z i z a i t a t l m  on Ua* and ObPipttcm of Use. 
Tanant s h a l l  use and occupy the p r ~ n i ~ e r  only lor the tspetwefon of a "baq-in" 
day care centar far' childran of ohapprs m t  ********** ******** ******  aa n 
taaPgrePrary b111 they are shoppfa~ 81t otherwise urnins tho f a c i l t t i u o  art 
********** * * * * * * * * * * ******** . At thr Tenaat" ddirsrcstion, &re mag alaa ba 
~ r o v i d & d  t o  the  ~PniJ,draa of .todi.9ri&rsla tsmplqred a t  ************** ************ 
*******" Sactise 1Q.1 of tha  %eaoe ptod.der, "Dabmlrs Definab, 'The l a l l u w i ~ ~  
nhall comet%tute daf am~lts cf Tamrat hsrscnndet.. * .($) Pail.urie by t n a ~ n a  t o  
ctwttm~o\arr~ly provide "drop-fr" dry care f x m  the prcca(ioaa s:@ mpuctP'ied ia 
'".\~bpauag~sptr 4 1, ' 

111 sact ion 11 sf the Leaas ~ r a e a a n t ,  refarc5nca Pa mod@ t o  U n d l o r d ' a  L a m e  
Wtth Omax e i c h  yes satwed into an ******** **  ****. 7 % ~  cPPiarr b i n 8  
*********  ******** ****** ****** , and the laudlord bein8 the c i t y  of 
****** er.  9n ******** *  **** 4, we requestad n copy OF th i s  Jaaae. tlwr 
Pi!lSptrDSO dnL1Cc~ta.i Chore warn ao l % a s a  in affect  hfwoon the cf ty of ******   aad 
the  ?la11 at that t i m a t .  

TFI your Patter of ********  * *  ****, ym dotate, "The Paaaa n ~ r e a m n t r  a'atrird 
****  * * * * *****  aud **** ********, & t a t #  t h t  *** *************** ***************** 
mrt pr~vidta drop-fn chi ld  c a m  for t h ~ )  chi1dr~)n of rehapgere a t  the  Mall and 
aerdcan  for Mall ampJoyas@- Thin rbarding was tncludod eo anruta the ******   
* * * * * * * * * ********* ***********  t h n t  the Center wmld Lndead kc6nef f t tho eratire Hall 
rrrdewlcepxpcsnt cffor:. Becauea t h ~ l  funds provided for the bnild?.ng sf tlaem 
*********** ****************   were tied t o  the rsdevalapwnt of the Mall ,  tha 
Ci ty  Attorney Pelt i t  1mpotcant t o  awure in the l a m a  that a portion sf the 
Canter'@ proeprm w o u l d  rxsbrre Val1 i s t rrasce .  Xinuteta of ******* City Cwncfl 
meti ngrs rsflact the CoutacPl'a interest i n  alaau~fng phat tha Caterr proririe a 
high quality sducational Q T O ~ P S R  for toddRa~% and prkeehsalam thrcnr&att the 
entire cm1mnPtp. 



T * *  ********* *** *****  *****   i r  df 8 ttmi~PPe8 f ram o t h e r  fac l . l i t ioe  
located ia e o m t c i a l  shopping area8 i n  s mmbar of wayr. A* * *  * I7 
liaenaad, iXe~bPs-tiaa e & a r r P d  pr@mam i n  o d r t a n c a  fa *******  Ctmaty i t  
offerr\ a r n g u l a r l y  edabnlm curriaalum ei hi#h qaalle]r tm&t by e t e y h r  
faculty to both a rtodant body of t a ~ l a r l y  anrol lad childurn (o t i l lmiag  mar 

of tho ~lprr~nt hourm) osd t o  the d r q ~ 4 n  rtudeut.  ?hir uurrimlum i r  
nccnmred by all ahildzeo catbreadtm$ the Cmrer r e t d l r e e  of the actlvtt i lsr of 
Ohair p a r e n t s  durfag B h L w  @ t r y e  ************ ** ****  * * * *  t i e r  offarlag 
pert-ti- f l e x i b l e  semdcaa, ******************* *********** ********  a a i a t a i m  a 
deva lqnmnta lA~ ar1esnt.d trarriml.ww a h l c h  forewaee ma variaaa devmlqmustall 
areas t o  anhaace arch ah5ldVa 1aswafn;d and qowth eather than prcwidlog a pare  
cuetodial  r emica .  Althra$h can@todtsI a r e  i r  imp12clln uaA aecesrcry to anrare 
the refaty and hea l th  of each ehi1.d dutfttq their stmy, i b  i r  not e rubaeant ia l  
part  o f  the  Cmror90 ape ra t iome  As a PLcemd emear slpZoyPal mly qual i f ied  
am6 sart3.Piad fearltgr, a n d  rraatiag o p e c m d d  phycrical cnsiron=atal 
criteria asadatad by the S t x t a  of *******  liesrurdw re$ulatloru, **********  
********* ****** i o  able t o  sf far  a d u c u r f i o ~ l  pa=-tiw prograu t o  chi ldren 
tRr,au@out the ccmmnfty ragardl~aa of thair parents d ~ s t f l a ~ t i o n  d u r i t q  thair 
chfhd'a a t ry .  In coaCnssT t o  ozhar f a c i l i t i a s  obbcafn~ part-t i-  f l e r i b l o  
osrdcea ,  *** **********  *********** *****  saiaataiaa a dlpwbp.anea.llp orianted 
currieraXurm which f o a s a s  an vsP1tmas davr l sp laa to l  areas  t o  alehence arch chlldsr 
Pernmirlrg and grawth r a the r  than gsarfdiag a amre c a e s d l * l  service. 
Other childcars facRlf.t$ar operatin8 as c o ~ r c t ~ 1  ntm-licanrad cemtors i n  
shappfng m13a ma a comudunca t o  ~ h c  rpem -st r s e t r i c e  t h e i r  attandance to 
chi ldren  whme przrar~te fatmain i n  tha mJ.1 dnrfag t telr  stay.  They provida only 
cuacod8ol care x i t h  tho permat or guardiraa on-aite at aS1 timer.' 

You ntava thet  you o f f e r  high qual i ty ,  e d u c s t l o ~ n l  b y  c a r e  t o  large sagarat s f  
t h e  local population that  is uaabf6 bs eocura Q part-rlmsa educatianal 
sxparicsaro f o r  t h e i r  c h i l d r e n  s lrehare  i n  the ca~naittgr You have a ragarlrrly 
sche&8lud mrricu1t.t~ derfmod t o  anhancc each chi ld  r e p r d l a r ~  of the  
a c t i v i t i a o  of t h e  parents  PsPltla t h e  zhlld i a  ~ n w l l e d .  Sour r e * * l a r  fr.mlty i n  
c.onapoeed of  highly  t ra inad  ~to?arsPonaPA. You rtata  that ovar ** % of your 
dal ly  aperating bout-P era u t i f  Pard by gopi le  enrolllad i n  the peraenncnt 
part-t i -  program, and that there ehildran c m m t i t u t t  a regular ly  snrallad and 
a t t e n d i n g  r tud~ar  body. Your  a e r Y i 6 ~ ~  mr6 me lapsndetde,an t h e  Plnvneia l  
n ta t r l r  of  t h e  p,qr@ntcr of the c!lflduon i n  yeur aeru. 

***  *************  *********  agreed to praduce a d  prov$da t o  tba public,  
tooleans worth *  3 ~  off of t h e  fas f o r  a v P ~ d t  t o  g a r  Center. The Aa~ociaeian 
reiahrree yatl djtsrctly f e u  eve- *  3 ~  tokaa oabdftsd.  ma t a s n a  a r e  
ava i lab le  t a  anyone, no purehaee necersary, and they a r e  not d ~ t a d  and m y  he 
uaed a t  any ti-. Patroniaiap tho umlJ. flncilttiem and ecorrse i s  not a 
r q u f  restant. 1 

L 

Xn y w r  nawsletter ,  "********* ****", y m r  iud7rartise thh varrbwr a c t i v i t i u a  t o  
be conducead a t  the Canter for the  math. Sieverat days each month ere a ~ t e d  ~o 

%ll Diacmnt D q H  ~r "Grocery D i e c a n t  Dq". On tha Mall bircsuat day, 



parento p~orant r ece ip t  f r m  t h e  *******  mda asorahamt P@r the a c e d  Bmr oi 
a U l d  crrrm free.  On zha Oreaory 01amun6: Day, parm~be p r ~ ~ a t  a naa2,pt 2-11 a 
~raoary purahara for t h e  rlsaoad hmr of ch t ld  erra free. fn 9mr ********** * * * * *  
issue, yea encooragr rudcim t 3  'brris~ yeur cldldr~a Pm f er q m ~ b b  h a  aih 
y m  rhop for. autrtandifa r n r i m  i n  kha Ucr]ll mtarar. Lringl as a Mall wrehant. 
rrcolpt ( h t a d  for day ei * * * * * * * * * *****  -4 msefvs S*****  efQ yma' 
total child csra b t l i .  T a  the ********* **** ~ O I W Q ,  yam atat., 71e1 a t e  i a b ~  
plannint  t o  expand our ramtcmll  Eatfixarcing Tkalako@via& we&md (**********   the 
******** *****  w i l l  opan an bmbp'e t o  b e t t e r  4qccsa&,te holiday 
ahoppam. * 

"Ham7 s p e c i a l  mmntr have already k e n  m&e@ybd POP ********  and * * * * * * * * *  ' .  

Pleame cheek cur attachad calendar and p h n  aaw which rmarr p a r  childtrsr vfll. 
post e u j q  W i l e  yoo shap fn psaca, e&a a brmak ftcm i t  a l l  t o  bnva lunch w i t h  
a f r iand ,  s a e  8 ~ r l a  or treat ymrsalf ts e m  other $type at "t38a-we". 

"Gift Tdea'l S w o t  a ************ ****************   Q f f t  CertPficate tor y m c  
family. ' h a r e  g i f t  c a r t i f l c n t o e  cinm Pn 8***** , $l****** a d  6******* daaomiwatismu 
ad. w i l l  aim b p r s  of tun f o r  yaur chtldrcln end hacrs of' relaxation for you. " 

I n  thm ******* *****  i r s u r ,  7w o ta t e ,  %a hqta tbak parunts t&a advantage of 
our dirc-nt price spocia'ir. Plan ymr rg@eisl a c t i v t t i a a  arouud the calsndar 
o f  e w n t r  f r o m  tha ******** ******e Zahe r hilaate1.y lunch a f t h  c trlund. 
See a P a v ~ r l t e  matinee moYia. Ramp daeta1 appitatmnt. Or & a t  uaa t h e  t h  
t o  raad a good bmk. ***** t tar  ~ l d s a o  otll beve Xuo pluyfag with tha 
other  chi ldren w t  the ************ *****  while yea take  tlm for yosrsebf." 

1 

Y m  alro rubPitted ravmtal l a t t o r r  of rraa#ehpldatioa frore c h i l d  care 
p r o f a o r l ~ l r  and a e d e r r  ef t he  coaarnity regar&- dbe hi*  qur1i . t~  sf care 
and pro8ramr t h a t  p w  offar .  

Saction SOl(a) of t h e  Coda descr&B.o cartah sr$matsseiaae emapt frm Faderal  
incom t ax  under aaaction 581(a) and readai, in part ,  na f o l l m  t 

"(3)  Carporntionr, "* fund, sr Patndatima, or$anized and 
operated enclusivaly 2 s r  teli@c ere, ehar t tub ls ,  sclrntlf fc ,  
+** l i tmrsrg,  o r  aducntional. puqoearl, or ta foeter n a t i o n ~ 1  
or  in t a ra r t ions1  amateur spore# compatlt im ( h u t  only i f  no 
part 02 i ts  a c t i d t i e 6  inwalwrd tZ~a provfsion of athletic 
f a c i l i t i e s  or aquigmant), o r  f o x  eha prevention of amolty  to 
chlld~an or a n f m l a ,  no per t  of tha ,let aarnf- srhidn i m t e c  
t e  the bnnof l t  o say privrta rharaa5sldst or indi*tidual .  no 
aubmtantial  p z t t  clf the acc' lrft iaa of ~ k i ~ h  i r  carrytug oa 
propaganda, av othe lwi~a  at csrptisn$, t o  iufbeaea legtr 3atian 
(except a s  otfrcrxwiaa provided i n  riubeac", en ( h ) ) ,  and whip! 
dsee not par t i c ipa t e  in, or  P a t a r ~ ~ a r  i a  (t,acludfnt tha 



******* ********  * * * * * * * *  ***  b 

u 

pub l i rh ing  o r  df a t r i b u t i u g  d s t a t c w a t m ) ,  any p o l i t t e a l  
caapaign on behalf of a g  a4sdidl.ts f o r  p l b l i c  off  lco. " 

3ect.ion 1.301(~)(3)-1 of t h a  rogrrlatlonr provfdna, i n  p a r t ,  aa  f o l l w r t  

" ; a ) ( l ) In  o r d e r  t o  ba axeapt  ae aa s r8an i ra tkon  dacribad i n  
r e c t i o n  SOl(c)(3'), an argrni8at!.o\t # r a t  be both  orqanirsd  and  
*rated e x c l r r r i m l y  f o r  one or  rmra s f  t h e  purpoaer 
r p e c i f i e d  la ruch s e c t i o a .  T f  an a r g a n i a a t i m  f a f l r  t o  nest 
e i t h e r  t h e  o r ~ a ~ i s a t l a n a l  t a r t  o r  t h e  q m r a t i o n a l  temt, it i r  
not exempt " 

" ( c ) ( l )  Primacy a c t i v i t i e r .  An ortgaaisntiorp w i l l  be  regarded am 
"aperatad exclumivsly" f o r  ono o r  mora alumpt pttrporar only l f  it 
angagas pr imar i ly  i n  f ic t tv i t i rc l  which accadp l i rb  ana o r  eota of rnch 
exempt purporcr  rpecl~!iad i n  moction SOL(c)(3). An orlylnfeat ion 
v f l l  not  be so r e ~ e r d e d  t f  more t h a n  an i m u b r t a n t i a l  p a r t  of i t s  
a c t i o i t i e a  i s  not  i ~ ,  fur the rance  of an exempt pyrpoae.' 

" ( d ) ( l ) ( i i )  An or$anizat ion i r  not organiced o r  opera ted  exclusively 
f o r  one o r  Pars of t h s  purpoerr  e p s c i f i e d  tn auhdivl r ion (1)  of  t h i r  
rubparagraph un le re  i t  ssrnr  a p u b l i c r a t h a r  than  a p r i v a t e  
i n t e r a r t .  Thue, t o  mret t h e  req?i i resant  of t b i r  , subd l \ i s ioa ,  i t  i r  
naceaaav for an orpnlsaticm t o  e a t a h l l a h  t h a t  ' i t  i n  not c ~ t g e a i r e d  
o r  o p c r ~ t e d  f o r  t h e  b e n e f i t  of p r i v a t e  interemre auch a0  dsofgnttted 
ind lv idua le ,  t h e  c r e a t o r  o r  h i r  f m i l y ,  aharehokderm of the 
orglnniration, o r  persons c o n t r o l b d ,  d i r e c t l y  or i n d i r e c t l y ,  by such 
p r f v a t e  intereetm. 

'(d)!2) Char i table  def ined.  Tha term "char i t ab le"  i s  used i n  eection 
501(c)(3)  f n  i t@ genera l ly  accepted l ega l  renae  and i r ,  the re fo re ,  
not  t o  ho cons tmad  aa  l iml ted  by t h e  satpJrata snumaration i n  s e c t i o n  
501(c)(3) of o the r  tax-exempt purpose8 ,which ray  f a l l  w i t h i n  the  
broad o u t l i n m  of 'chari ty" as dewloped hy j u d i c i a l  declaions.  such 
t e r n  inc luds r r  2 e l i e f  of t h a  poor and dimtreraed o r  of t h e  
underpr Cvi leg3d;  advaincement of r e l i g i  an; advancement of aduc.ntion o r  
ccience; e r e c t i o n o r  m i n t e u a a c e  of pub l i c  hu i ld inas ,  monumantm, or 
wor\rr; leeeening of t h e  burden8 of G o v e m a u t ;  end promotioa of 
o o c i a l  welfara  by o rgsn lza t iour  d e s i p e d  t o  accomplirh any of the  
above purposes, o r  ( i )  t o  l a s e s n  naighbortood t4nr ioaa;  (1 i l  t o  
s l i d n o t e  p r3 jud ice  snd diser imlnat ion;  ( i i i )  t o  defend human and 
c i v i l  r i g h t s  eecured by law; o r  ( i v )  t o  combat comoaunity 
d ~ t e r i o r a t i o n  and $ivenLle delinquency. " i 

' 
" ( d ) ( l ) ( t )  In General. The  t a m  "educational",  Re ueed i n  eec-tion 
5Ol(c)(3) ,  r c l a t e a  to- ( ,  

\ 

I 
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(a) The inmtnrction a r  t r a i n i n 8  of t h e  iad iv idua l  f o r  
t h e  parpore of i ap ro t ing  o r  d ~ ~ @ l 0 p i ~ 3 8  h i s \  capabil i t iom; o r  

(b) The inmtruction of t h e  publ ic  on eub)tc t r  umaful t o  the 
individual  and benaf fc ia l  t o  t h e  comsunity. 

Sectlou 501(k) of t h e  Code s t a t e s  t h a t  f o r  putjlorem of r e c t i o n  5Ol(c)(3), 
t h e  t e r n  "educational purporam" inclodar  t h e  providin!g of ca r e  of ct,ildran 
asfay f r a  t h a i r  hogm i f  1) mubatantially a l l  of t h e  c a r e  provided by t h e  
o rgan i r e t i oa  i m  f o r  purporar of aorrbling indivltdualr t o  be g a ~ a f u l l y  
emplqed, and 2) the  re rv icer  provldad by tha  org.nisat ion a t e  ava i lab le  
t~ the  general  public. Thia r ec t i on  applieo t l ,  t a x  yearr  baginning a f t e r  
Ju ly  18, 1984. 

Ssct ion 1 s170k9(b) (1)  of t h e  Regula t i c -  rtntem, m r d u ~ a t i o n a l  
argaoigat ion and or8anixationm f o r  t he  benef i t  of c e r t a i n  S t a t a  and 
municipal coXlegrsu and uaiveraiti.p; - (1 )  Xducatimal organitat icm. An 
eilucational organisat ion i m  deb ~ i b a d  i n  r ec t i an  17O(b)(l)(A)(i i)  i f  it. 
primary function i a  t h e  presen ta t ion  of formal i n r t d c t i o n  and i t  n o m l l y  
m i n t s i a r  a regula r  f acu l ty  and curriculum and n o r v l l y  her  a regula r ly  
enrol led body of pupi l r  o r  r tudant r  i n  attendance a t  the place vhere i t r  
edocatioual a c t i v i t i e r  a r e  regula r ly  ca r r i ad  on. Thr term includer 
I n a t i t - ~ t C c m  zzch 8.s p t i u z y ,  recondary, p r epa ra tov ,  o r  high rchoole, and 
co l legor  and oa i t t e re i t~am.  I t  inciudaa I a d e n l ,  S t a t e ,  and o ther  ptablic 
supported r choob  which o t h e n i r s  c#s withia  tbo d e f i a i t i e a .  I t  deer not 
include orgaaisatioam angogsd l a  both aducationql andl m e d u c a ~ i o n c l  a c t i v i t i e r  
unleee t he  l a t t e r  a r a  merely inc idau ta l  t o  t he  educat!#onal a c t  ivitiam". 

in Ret t a r  Burinsom Bureau v. 0 .8 .  (326 U.S. 2'9 194S), the Suprema Court of 
t h e  United S t a t ae  maid, "Tbir p la in ly  s r a n r  t hd t  t he  prerenca (of a r i q l e  
n~neduca t iona l  purpooa, i f  r ube t an t i a l  i n  nature,  w i l l  des t roy t he  exemption 
r ega rd l e r r  of tha  number o r  importance of t r u l y  educational purparer.' 

Raveaue Ruling 68-166, 1968-1 Cur~ulntiva Bul le t ln  255, provlddr t h a t  an  
organi ta t ion  providing purely m e t o d i a l  d a p a r a  f o r ; c h i l d r e n  from needy o r  low 
incorae faml l ie r  i m  exarpt .  

Revetur R u l i r ~  73-430, 1973-2 Cumulative Bu l l e t i n  362, dametibee a pra-school 
ch i ld r en ' r  day c a r s  can te r  t ha t  mete che reqoirnmnt!r r e l a t i n g  t o  facu l ty ,  
c u r r i c u l . a ,  and enrol led r tudant  body C ? Y  dercribed i n  r ec t i on  170(b)( l ) (h)( iC)  
of t h e  Code a r  a "aonprofit edueatlonal organization".  

Revanue Ruling 78-96, 1978-1 Cumulative a u l l s t l n  152, s t a t e d  t h a t  a parking 
arrangement w h e r s b  -.rchanrm join together  t o  p rod& parklug f o r  t h e i r  



cortcmsrr a t  a rcsducad rate ee-as rha mrchants' private intarorto by 
rncauraging thr pablic t o  paeroeriro their otarse. T ~ u L ,  althargh there may 
wall be 80m public b o n d i t  derived from the conrtnrction and operation of t h e  
parking 1st. it caarsrot ba r a i l  t o  ba apatatad exclusiraly tor cMti table  
purpoa es . 
An exempt hee l tb  and welfare fund that  operated ehikd R37 cave ceatets  for thc  
pre-rchool  children of uadoa melabre war denied emragrt etatar  as a charitable 
orpnisatSon under s e c t i o n  5Ol(e)(39. The d3y care and other aarvicns  i t  
provided lmnef i t e d  the union umbers and not the  public a t  larlpe, (aaltimra 
M o n a 1  Joint Board Y s ~ l t b  Q Welfare, - 4ee.lg~mted Slothin& dr TextfLn Workere 
Union, 69 rX 554, ! h e -  

In Qan F r a n ~ i s s o  lnfent Schenl, tnc., 69 TC 957 ,  nec. 35,046 (.4cq.), tbu cmlrt  
h e l d  that e ch i ld  cars c e n t e r  met the operatiotml t e s t  a s  a t a x - t x w t  
education.a]. arganisat ino  and the  audtodial care i t  provttlecl va.s msrsly 
i n c i d e n t k l  t o  its primary purpoee of provtdlne education t o  i n f an t a  and young 
children. The o r g ~ n i i r a t i o n  aat the rqulrnaonts  of J e t t i o n  l ' i O ( b ) ( l )  ( A )  ( t l  ) o f  
t he  Code, thur 1 t qualiPieQ under s r c t i o a  S O l ( c ) ( 3 ) . '  

Dosed on she informat ien  m u h i f t r d ,  wa have conc.ludc?d: that y m  fir- ilot opc?rat~?rl 
axcluaively bar: one or more purpcacs ~ ~ p e c i f i e d  in eacttor, 50H(c) (3)  a? tho 
Code. 

The provisiol; of c h i l d  care le  not ,  In and of i ts rm,  an oxempt purpoes or 
actrari ty  under ecc.tton Yll (c ) (  7).  An organlzatf an pravidiag  much care  m y  
q u a l i t y  under that reaction 1 f it. Is c?xciurrivaly eduelitfonal or char i tab le .  In 
order t o  q u a l i f y  as c!trricqbla, the  organination myi  bo o p a r a t t n ~  in a mortar 
~ l a i l ~ r  ta t h e  a r g ~ a  t a o t i o n  d e s c r i b e u  i u  Rovanue BulA'ng 68-166. You hnva 
~ t a e a d  that  ehe financial poeition of t h a  parent@ uti l . le , ing your serv3cee he no 
bnarlng Qn whctber y m  will. mccapt  their chi ldren.  Tliua you are not o p e r ~ t e d  
t o  serve trm -needym and i e  not charitnble. 

I n  o rder  t o  qualify a s  excluslvcly sducqtion~l, you mrt e i t h e r  q u ~ l i f y  t~nder  
s e c t i o n  5Ol(k) of t h e  Code, 9r  RIB la echosl undar realtion llO(b)(l)(A)(?i). You 
are 1xot providing ~c \ twtnnt i tn lJy  a l l  ( a t  l s a e t  85X) of your satwLcas to unnhlct 
t~rdividurrls to be gatnful ly  rarploysd. You have no xyquirswntr reffarding the 
purpoaes of the  pa ten te  i n  recaking day-cnrc for ,  the-tr chlldten. Prom ***   +.o 
******** ** ****, only ** percant of the chtldrkn in pour care were f r w  
~ H ~ ~ P U S  6.n which  both parents worlr.cd. Thurs fuu ArF?  not cdaicr\tional by rnasofl 
of  ~accion SOl(k) of the Code. 

4n o r ~ ~ n l s a t l o n  cnnnot bo clarrsif f s 3  as fl school under eectton 1 7 O ( b ) ( l ) ( A ) (  L i )  
1m.lara L b r  primary futactbn ba the prracpntaeion OF f' ran1 inutmctton and i t  
c a o ~ l l y  mais ta iaa  R r ~ g u l ~ r  f a c u 1 . t ~  and currictrluta ! nd normally has P. 

regularly anrol1e.d body of p u p i l s  tn ar tent l~nce .  4iq!or8nn1rntion that i s  
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mpwd i n  both a b u t i w l  and ~ e u d a u t l m l  aatttvltiu i r  mot aobool i f  
t he  aonedtas?rtiwm]l aativttfee are mote hhrq inetdlratal t a  t h e  edrrcatio~al 
prdesa lona l@.  Im pmH& A currIcu1ua r i d h r  ts &be armei8r r r i an  descailbsd 
i n  'LLmwmwr Rlbllng 4 3 4 ~ 3 0 ~  B m v w ,  tour e r d o a a  a r e  provibd on a drep-in 
i Only  ** parcaaf sf tha aPotr  f o r  poa-~&aolerr a r e  avcrilabla on e 
r ~ l o r v a t i e n  h o i a .  I%* mna1mIaj u l o t r  are dr-me .ad crraaet k aanoidvmd 
r e y l a t l y  carolled. Lhass drop-in ahildran u p  r a c e i t e  eorc t h a t  
ineltadem edocntimzal a a t l v l b i e r  and @idanas, t h q  at /  not  remlar r h b o t r r  and 
you do not meat the daf9nttdan of a rchool.. Ptrrtheqmra, since eha drop-in 
car. is more than i a d b a t a l  t o  thr educational actiMtiee,  yea are not  a 
ochool aa defined tn section 1.1'18A-9(b)(l) el? tha R a b l a t i r ~ n s .  rtaoa you are 
not  edtacstioplal By reaaoa of betar$ ta echoal. I 

Thrcughouc pour appl lca t f lm,  corraapoadence, and eupplsmentr, yau refer t o  
drop-.in &%Id rare provldrd for the cmrenieacs ~f that #bopperm of **  
********** * * * * * * *  ******. t h i a  dtog-in service t a  aontlarrad in yarr 
n o n l a t t o r e  a+d r s  by yam. 1-a a 8 r a e r n t .  * * *  ******  using *** r 
d r q - i n  aawtcft  a t e  ancourntad t o  rh6p a t  ************** *******  *******  f a  
order t o  racalvr disecmatr 0~ your r a t m  (bimed~~ut D ~ L  and Cirocrry Dfa6mnt 
D u y s ) .  Th-, ~ecchanta at the rlroppiag esntmr diaectlf  buboldi ie  p m t  f aea 
thrcuah toifianc n w r u i . l . a b h  t a  tkta public. fiue paa ars rorriat the p r ivn t e  
intere~mta of br 1 ? a  the mrchanto  who n r r r r c t  euetowiro due to  the  a n C l s b l l i t y  
nf dtep-in c h l ~  , are ,  and of the parent8 who can l e a t a  thsir  ehtldraa i n  gear 
care f o r  a portion of the d a ~  La o r b s  t o  ghop, relax, or d o  ~ h r t a ~ r  they 
wirh. D*rina t h a  p e r i ~ d  from ****y t a  ********** **** ,, at: least ***prrceat of 
ehe paranto as& your d a q - 8 a  rmrviccs i n  order t a  rht$ a t  the #hopping center. 
Thur you era e imf l r r  ct9 the orgaafsatian 4escrthd i n l  hevenru~ R t 6 1 t r y ~  7E-86, nnd 
are not operated txc' lusivslp f er ~ Q C R  t J  ma1 putgas @tip: 

You hr~va indfcaced that **  * * * * * * * * * *****   i a  hot Lntended t o  be your only 
a c t i v i t y  and that the drap-in care  f a r  the  corrvenfence of tha rhopperr a t  the 
ohoppl.ng cantar f r  n e t  a aotmt;antirl p a r t  of your pro8ram. Uawevmr, yma have 
operrt.ed rtnae ****, and your only act iv i ty  t o  date he bean *** ********** 
****** m. Furthermore, the dratp-dar cara  f o r  t h e  coslventamca of the ahoppara i r  a 
s u k t , n n t i a l  part of pour r c t i v i e i e r  as slbwa ico tha prmtisru  t o  encouraga 
yarr ~: l iant:s  t o  uecr the  .hopping cantrr and thrmgh the rgquira~renta i n  9aur 
leare t h a t  ruch ruenrelser be provid3d. Thum, sines are praxddiq? c h i l d - c a r ~  
rervieea f o r  rhoppere, you are rereving the private irqFarrotr of the ehrnerm 
and the  mmrchantr t h e y  ps t ron f r a  as a suhetaatlal p a r t  of your ~ctfvftiea, and 
you sre not exempt o1a an ed t l c s t imn l  organi6stl,m. I a r r ing  the  privetts 
interarLg a t  ind i t idua l s  also precludem exearptLan under s e c t i o n  SOl(c)(7),  
ragrrdl.srr of tha  c l a s r i f i c a t i o n  aadsr that section. 

I 

Accol-dingly, even though you m y  pro?*+% #oars 9ducatjbnrnl semiera, i t  i s  bald 
t h a t  you a r e  net earticlad t o  axeaptla from Bttdaral iacswt tax under section 
5 O l ( c ) ( 3 )  of the Code. 



******* **** **  ********** **** 

X t  f o l l a r r ,  thorafotr ,  t h a t  cont t fhr t ione  ta  yaa ate nnt daductible by donom 
under i r a t t a n  170 aC the Coda* 

If you agree with theae c ~ n c l o a i o ~ ~  o r  do 80t wiab t o  f i 2 t  a w r i t t e n  proteat ,  
p l e a t r  rim m d  rrrurn term 6018 i n  tha  a w l o r a d  ralf-addtamrr4 r a n l a p a  ar 
roan ma porsible.  

1 

P f  yau do not aaraa with there  conclumionr , you ray', d w i  th5n 30 days from the 
dmta of thia lettar,  t i l a  i n  doplicsta r brtrf of t h e  faatr,  lm, and a r m n t  
t h a t  clearly r o t e  fo r th  ymlr poritida. If ycru derira iia oral d i rcuar iaa  s t  t h e  
i s rue ,  plears ind ica te  th fo  i n  your prateat. Tha edcloaad ?uhl lca t ioa  892 
@.ma l n r t ruc t i6 ru  for filing e protent. 

If you do not  f ile a protra t r i t h  t h i s  o f f i c e  a t b i n  30 d m e  of tho da te  of 
this report o r  l e t t e r ,  t h i n  propoaad b ta t rmina t ion  w i l l  beasa# fi-1. 

Xf you do n o t  p ro t rb t  t b i o  propmed drterdnrtiom i a  a t i u l ~  rmrrmr, i t  rill 
be comidared b;l the Intern11 R m m r e  Service ah a failuro to  exbarat  ava i lab le  
a d a t n i r t t r t i v r  readier. Saction 7428(b)(2) of the Intomal b a m w  Coda 
prarides i n  p a r t  t ha t ,  *A daclaratary fudglnt or decrre  under this aect ion 
ebrl l  not  ba iarusd in any ptocsedtag ra lera  tha Tax Cart, tba Cmrt of 
Claim, or tBa dletrlct court of the Unitad State8 fo r  t h e  B i s t r t c t  of Cotxlrdbia 
d m t a r d ~ f e  t h a t  th8 org .n i ra t ioa  immlvad hro arhnrr ted adriaiatrativce remedia. 
ava i lab le  t o  I t  within t h e  In t e rna l  Raveme terrlce." 

I f  t h l a  de t e r a ina t l on  letter k c o w n  a f i n a l  d m t a r k b t i o n ,  wa w i l l  no t i fy  t h e  
appropriate State Officialr, a0 required by racttcm 6104(c) of the  Code, chat 
b a n d  on t h e  i d a ~ t i m  we IIAVQ, wm era unable t o  prcogptlme you a r  an 
organiaation of t h e  type dmcrihd in Cads r ec t ioa  $bl(c)(3). 

***** ****   
Dim t tict D i  tact  or 
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